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SUMMARY 


A seven-year drought has had an adverse effect on many sectors of the Mali 
econamy with agriculture being particularly hard hit. Since production of 
food crops has not been sufficient to meet Mali's needs, the Government has 
been forced to dramatically increase imports. As for livestock, hundreds 
of thousands of cattle have died as a result of the drought. Finally, the 
low water level of the river and inland delta network has reduced normal 
fish reproduction to the detriment of the fishing industry. 


The picture has been somewhat brighter for Mali in the industrial sector. 
Production is up in manufacturing textiles, tire tubes, cement and ciga- 
rettes. In addition to a number of existing plants being expanded, new 
units have been approved including a groundnut oil mill, a sugar factory, 
a dry battery enterprise, and a paper plant. 


The Government has attempted to meet the rise in prices of consumer goods 
by using price regulation. This policy has resulted in hugh losses to the 
Government on commodity imports. The Government has also granted several 
pay raises in response to rapid inflation in order to increase the purchas- 
ing power of workers. 


The financial position of Mali is weak. The large deficits that the Govern- 
ment has experienced can be attributed to the drought, which adversely 
affected the damestic tax base. There has also been a large increase in 
current expenditures. 


Although the investment climate for U.S. firms is generally favorable, 
firms can not expect to find great numbers of skilled personnel. The 
need to do business in French and the lack of a developed infrastructure 
are additional problems which firms will encounter. 


Campanies who want to invest in Mali should look to agro-industry. Ameri- 


can technology could provide positive results and this is an area in which 
the Government encourages investment. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Agriculture 


The agriculture sector accounted for over forty-three percent 
of the GDP in 1972. It provides a livelihood for more than ninety per- 
cent of the population and contributes the bulk of the country's exports. 
Weather conditions decisively influence the level of production. Culti- 
vation is characterized by small family farms. The working methods are 
simple, and the use of high-yielding seeds and other modern inputs is 
very limited in the food crops sector. 





Food crops 

After remaining stagnant at about 900,000 tons in recent years, 
production of cereals (millet, sorghum, rice, and corn) fell by thirty-six 
percent in 1972/73 (578,000 mt); although there was a slight increase in 
1973/74 (628,000 mt), the production was still thirty percent below the 
1971/72 level (902,000 mt). Factors accounting for decreased production 
are: 


The drought 


The food sector in general has not benefited from any 
major scheme to develop production through extension services and appro~ 
priate marketing facilities. Yield per hectare has gone down over last 
ten years. 


Low producer prices in comparison with substantially higher 
prices in neighboring countries and more attractive prices paid in Mali for 
export crops. 


Since 1970 Mali has relied increasingly on imports of cereals 
to meet local consumption requirements of nonproducing regions. Imports of 
cereals totaled 156,400 tons in 1973 and 242,300 tons in 1974. 


With the normalization of weather conditions in 1974, the pro- 
duction of grains is expected to reach 900,000 tons, approximately the 
level of actual consumption. However, consumption of rice in nonproduc- 
ing regions has increased substantially in recent years, well beyond the 
present level of production. Unless measures are taken to increase pro- 
duction and change the consumption pattern, Mali will continue to rely 
heavily on imports of rice for the food supply of the urban population. 


Other crops for domestic consumption include sugar cane, vege- 
tables, and fruit. Production of sugar cane by the office du Niger declined 
to about 44,000 tons in 1972/73, and the output of the sugar factor was 
3,723 tons, thirty-four percent below the record level of 1970. The consump- 
tion requirements are at present 35,000 tons. 


Export crops 


Although export crops represent only one fourth of total 
agricultural production, their importance for the whole economy is fun- 
damental, particularly as they represent the main source of cash incame 
to the famners and provide a major part of the country's foreign exchange 
earnings. The major export crops are cotton and groundnuts. 


The Societe Malienne d'Importation et d'Exportation (Somiex) 
is the sole exporter of cotton and groundnuts. As the producer prices, 
the taxes and other costs have not varied in recent year in proportion 
with the export prices, Samiex has made substantial profits on its ex- 
port activities. 





Livestock 


Although comprehensive statistics on the livestock population in 
1974 are not available, the loss of cattle is estimated at 1.5 million 
head, or about thirty percent of the 1972 population, including the cattle 
which had temporarily sought refuge in neighboring countries. The loss 
of sheep and goats seems to have been relatively smaller. 


Most of the exports and slaughterings of livestock is uncontrolled, 
and data on these activities are lacking. However, it is estimated that 
the uncontrolled exports were stimulated in 1973 and 1974 both by the search 
for new grazing and by the increase in the price of meat in coastal countries. 


Fishing 


As in the case of agriculture and livestock, river fishing has been 
severely affected by the drought. Total production of fresh fish declined 
to 70,000 tons in 1973, against 100,000 tons in 1972. This trend was aggra- 
vated in 1974, when the low level of water prevented the normal reproduction 
of fish. 


The cumulative effects of several years of drought have severely 
damaged the efforts of the Government to develop Mali's fishing industry. 


Manufacturing, Mining, and Energy 


Apart fram the decline of the industries related to agricultural 
production (cotton gins, groundnut oil mill, rice mills, and sugar factory), 
the industrial sector expanded in 1973 and 1974. In particular, there was 
a substantial increase in 1973 in the production of textiles (sixty-five 
percent to 14,568 mt), tire tubes (thirty percent to 217,000), cement (six- 
teen percent to 48,500 MT), and cigarettes (fourteen percent to 38,461 boxes). 
This increase in production resulted from a higher capacity utilization of 
existing plants, extension of capacities, and the establishment of new in- 
dustrial units. Among the new industrial units which commenced operations 
in 1973 are: a tea factory, a rice mill, a fiber bag factory, and a tire re- 
capping plant. 


The production of energy rose by sixteen percent in 1973 and totaled 
60.9 million KWH. ‘This increase reflected not only higher consumption by in- 
dustrial users but also by households and the public administration. 


A number of existing plants are being expanded and will begin 
production in 1975-76. Among these projects are: a fifty percent in- 
crease in the existing capacity of the Campagnie Malienne des Textiles 
(COMATEX) , an addition of 10,000 dried hides in production at the Tan- 
nerie du Mali (TAMALI), the production of cattle feed by the Societe 
d'Exploitation des Produits Oleagineux du Mali (SEPOM), the production 
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of filter tip cigarettes; and hand packages by the Societe Nationale 
des Tabacs et Allumettes du Mali (SONATAM). Furthermore, a number of 
new industrial units have recently been approved by the Government, in-- 
cluding a groundnut oil mill, a sugar factory, a dry battery enterprise, 
and a paper carton plant. 


Prospecting has revealed promising deposits of various metals, 
including bauxite, iron ore, copper, uranium, manganese, and gold. In- 
tensive prospecting by foreign companies is at present under way to de- 
termine whether these deposits are conmercially exploitable. A geologi- 
cal survey conducted recently by TEXACO in the basin of Taoundeni (north 
of Timbuctu) indicated a structure favorable for oil deposits. 


Prices, Wages, and Employment 
Prices 


No comprehensive consumer price indices are available in 
Mali. However, there are two monthly indices for retail prices of basic 
food stuffs in Bamako covering identical commodities: one index reflects 
the official price while the other reflects the unofficial price for 
these two commodities in the price market. 


The rate of increase in the unofficial price index in 1973 was 
twice the rate in the official price index. (259.9 to 297.6 or 18.6% 
change as opposed to 196.4 to 213.5 or 8.7% change). This sharp rise stem- 
med from considerable increase in the unofficial prices of millet, sorghun, 
and rice. 


The relatively modest increase in the official prices has 
been due to the Government's price policy. The prices of the major essen- 
tial goods such as millet, rice, sugar, salt, tea, flour, milk, groundnut 
oil, and soap are fixed directly by the Government and can only be changed 
by decree. Despite massive purchase of cereals in 1973 and 1974 at high 
prices prevailing on the world market, the selling price by OPAM (Office 
des Produits Agricoles du Mali) was kept unchanged at 1972 levels. In 
1974 the average unit cost of imported rice was MF 200 per kg, whereas 
the average selling price was MF 85 per kg, or only forty-two percent of 
the import cost. 


Wages and salaries 


In January 1973, following the increase in the producer price 
of millet by MF 2 per kg for the 1972/73 crop year, the Government grant- 
ed a salary increase of MF 2,000 per month to all workers in the private 
and public sectors. The majority of workers, who earn between MF 15,000 


and MF 30,000 per month, thus received increases ranging between seven 
and thirteen percent. 


In July 1974, following the increase in official retail prices 
of certain basic consumption goods, the Government increased all wages 
by ten percent with a minimum increase of MF 4,500 per month. For an un- 
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skilled worker at the level of the minimum guaranteed wage, this repre- 
sented an increase of fifty percent. It is difficult to conclude that 
there has been an improvement in the real wages for lower and middle in- 
come households because of inflation. 


Employment 


Mali's total labor force was estimated at about 2.4 million 
in 1973, or forty-five percent of the population. Most of the working 
population is self employed in agriculture, animal husbandry, and fishing. 


Wage employment was estimated at about 86,500 persons in 1973. 
About 40,000 persons (forty-six percent) were employed in the government 
sector, with the central Government accounting for almost three -fourths 
of the labor force. 


Government Finances 


The Government's financial situation, which has shown a deficit 
of about MF 2,000 million in 1970 and 1971, deteriorated sharply in 1972 
as the deficit rose to MF 5,794 million and then widened to MF 6,249 
million in 1973. The deficit for 1974 is 7,700. These growing deficits 
of recent years are attributed in part to the worsening drought conditions, 
which adversely affected the domestic tax base. 


The deteriorating financial situation of the Government during 
this period can also be attributed to the growth in current expenditures, 
which increased from MF 21,792 million in 1970 to an estimated MF 33,475 
in 1974. ‘This growth, which averaged more than eleven percent annually, 
was partly due to increases in costs of materials, but more importantly 
it reflects the growth in public employment and the salary increase 
granted to civil servants in 1973 and 1974. 


IMPLICATIONS FOR THE UNITED STATES 
The Investment Climate 


Current government policies and laws in Mali are generally favora- 
ble towards U.S. business in Mali. "Ordonnance 26 of May 23, 1969," the 
basic Government of Mali Code on investments, offers certain incentives, 
mostly in the form of tax free privileges for 5 to 10 years, to companies 
prepared to invest in nine areas of interest to the Government of -Mali 
e.g. food handling and processing industries, veterinary products, metal- 
lurgical industries, energy production, construction and tourism. Although 
Mali has abided by its investment code, manufacturers have been and will 
probably continue to be required to offer the Government a percentage 
ownership (ten-fifty percent). No problem should develop concerning the 
use Of foreign technical and managerial personnel as long as their numbers 
are limited and well defined in the initial agreement. This agreement is all 
important to the new investor in Mali and should cover all possible contin- 
gencies since changing these agreements is difficult after they have been 
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approved by the Government. The agreement should undoubtedly specify the 
wages and salaries of employees as well as the selling prices of any com 
pany's products. These will remain subject to government regulations. 
Mali does not prohibit the importation of goods from any specific coun- 
try; however, inter-government agreements make products from the Common 
Market area more profitable than those from others countries at present 
unless one has tax free privileges. 


Obstacles to Investment 


There are formidable hurdles to overcome for any U.S. company 
which decides to invest in Mali: The company will be required to deal 
almost exclusively in French; there is a dearth of qualified Malian per- 
sonnel in management and technical fields; Mali's infrastructure is not 
well developed; and finally service facilities and personnel to keep 
equipment "on-line" are very limited. Along with these factors, it 
should be pointed out that the pace of doing business in Mali is slower 
than the pace in the United States. The possibility of a small market 
is another important factor to consider. 


Current U.S. Investment 
The two largest U.S. direct investments in Mali at present are: 


(1) Texaco with 1.1 million U.S. dollars in current marketing; (2) Mobil 
Oil with roughly 1 million dollars in marketing activity. 


Investment Opportunities 


The most promising areas of investment can be found in the agro- 
industry, meat processing, transportation of meat products and possibly 
vegetable processing. These fields present opportunities for American 
technology to be quickly and effectively utilized. At the same time, 
investment would be channeled in a direction that the Government favors. 
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